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EXECUTIVE  SUMMARY  AND  RECOMMENDATIONS 

Each  month,  more  than  150,000  Massachusetts  children  depend 
on  Aid  to  Families  with  Dependent  Children  (AFDC)  for  their 
subsistence.   During  the  course  of  a  year,  some  220,000  children 
will  depend  on  AFDC.   They  will  include  more  than  one  fourth  of 
all  the  babies  born  in  the  state  this  year.l   For  most  of  them, 
AFDC  and  food  stamps  will  be  the  sole  source  of  income  to  meet 
their  basic  needs.   State  law  requires  the  Department  of  Public 
Welfare  to  make  an  annual  determination  of  the  minimum  "standard 
budgets  of  assistance"  needed  by  families  receiving  AFDC  in  order 
to  properly  bring  up  these  children.   In  December  of  1987  the 
Department  submitted  its  second  such  report  since  the  court 
decision  which  clarified  these  requirements.   The  Committee  has 
reviewed  the  Report  and  reached  these  principal  conclusions: 

( 1 )   Current  assistance  is  insufficient  to  meet  the 
basic  needs  of  children  who  depend  on  AFDC.   The  average 
AFDC  family  of  3  in  public  housing  needs  $786  a  month  to 
meet  basic  needs  for  food,  clothing  and  shelter;  the  same 
family  is  only  eligible  for  $640  in  ^FDC  (including  the 
clothing  allowance)  and  food  stamp  assistance.   The  gap  is 
even  larger  in  private  housing:  a  family  of  3  needs  $941  to 
make  ends  meet  and  receives  only  $717/month  in  total 
assistance  (AFDC  grant,  rent  and  clothing  allowance  and  food 
stamps)  —  only  3/4  of  the  bare  minimum  needed  to  support 
these  children.2   This  gap  is  a  central  explanation  of 
growing  family  homelessness  in  Massachusetts:  80%  of  our 


homeless  families  depend  on  AFDC  income  which  is  inadequate 
to  pay  the  soaring  rents  in  our  current  housing  market. 

( 2 )  A  final  resolution  of  this  "poverty  gap"  is  within 
our  means.   AFDC  grant  increases  provided  by  the  Legislature 
during  the  past  five  years  have  closed  a  large  part  of  the 
gap  between  available  assistance  and  the  basic  needs  of 
these  children.   The  state  cost  of  closing  the  remaining  FY 
1988  poverty  gap  would  have  been  $133  million.   Past  debates 
have  inflated  the  budgetary  impact  of  bringing  assistance 
"up  to  poverty"  by  framing  the  question  in  less  realistic 
terms.   If  the  needed  increases  were  phased  in  over  the  next 
three  years  and  accompanied  by  enhanced  efforts  at  child 
support  enforcement  and  employment  and  training,  the 
provision  of  adequate  benefits  should  not  cause  a  material 
increase  in  the  caseload. 

( 3 )  There  is  no  alternative  solution  which  offers 
adequate  support  for  these  dependent  children.   Nearly  all 
of  them  come  onto  AFDC  because  of  a  family  crisis:  most 
often  their  mothers  were  abandoned  or  widowed  or  they  were 
born  when  their  fathers  were  unable  or  unwilling  to  provide 
support.   The  existing  employment  and  training  and  child 
support  programs  will  not  meet  their  immediate  needs.   These 
programs  are  important  for  developing  family  independence, 
providing  stable  long-term  income  for  the  families  they 
benefit,  and  limiting  caseload  growth.   They  will  not 
provide  additional  income  to  meet  even  the  bare  subsistence 
levels  described  in  the  Standard  Budgets  of  Assistance  for 


those  children  who  remain  on  AFDC  or  for  the  thousands  who 
are  thrown  into  dependency  each  month  by  new  family  crises. 

( 4 )   The  state's  policy  of  basing  support  for  dependent 
children  on  annual  budget  pressures  rather  than  on  objective 
need  is  a  contributing  cause  of  growing  child  poverty. 
Social  welfare  policies  for  the  elderly  which  are  adjusted 
for  inflation  have  largely  relieved  poverty  for  seniors. 
Poverty  is  now  seven  times  more  common  among  pre-school 
children  than  among  people  over  65.   An  approach  based  on 
actual  costs  of  living  would  substantially  relieve  poverty 
among  the  commonwealth's  children.   Once  the  poverty  gap  is 
closed,  future  benefits  should  reflect  annual  adjustments 
for  the  cost  of  living. 

Recommendations  of  the  Committee 

The  Committee  makes  four  key  recommendations  to  the  Legislature: 
FIRST:   The  Committee  recommends  that  the  Legislature 
close  the  gap  between  available  benefits  (including  the  AFDC 
basic  grant,  rent  and  clothing  allowances,  food  stamps  and 
fuel  assistance)  and  the  standard  budgets  of  assistance  over 
the  next  three  years.   In  fiscal  year  1989,  closing 
one-third  of  the  poverty  gap  would  require  $88  million:  $44 
million  in  state  funds  ($30  million  above  H.l),  matched  by 
another  $44  million  in  federal  reimbursements.   This  would 
fund  a  9.1%  increase  in  the  basic  grant  and  an  increase  in 
the  rent  supplement  to  tenants  in  private  housing  of 
$30/month;  in  addition,  it  would  fund  a  food  supplement  to 


offset  the  loss  of  food  stamps  of  roughly  $20/month  for  a 
family  of  three. 

SECOND:   The  Committee  recommends  that  the  Legislature 
reaffirm  the  statutory  policy  of  the  commonwealth  that  aid 
to  each  dependent  child  should  be  adequate  to  permit  their 
families  to  bring  them  up  "properly  in  his  or  her  own  home" 
by  linking  future  benefits  policy  to  the  cost  of  living. 
Following  the  three-year  transition  proposed  here,  AFDC 
benefits  should  be  adjusted  annually  for  cost  of  living 
changes  based  on  that  standard.   The  Committee  proposes  to 
amend  the  laws  governing  the  Department  to  require  the 
Department  to  make  an  annual  calculation  of  the  AFDC 
standard  of  payment  and  rent  allowance  which  will  assure 
that  the  combined  AFDC  payments,  together  with  food  stamps 
and  fuel  assistance,  will  be  adequate  to  meet  those  tests. 

THIRD:   The  Committee  recommends  that  the  Department 
seek  to  expand  available  resources  for  assistance  to 
children  by  converting  state-funded  programs  into  AFDC 
payments  eligible  for  matching  federal  funds.   The 
Department  should  adopt  a  strategy  to  convert  portions  of 
the  $137  million  in  state  fuel  assistance,  voucher  day  care 
and  homelessness  services  into  AFDC  special  needs  allowances 
in  order  to  conserve  state  resources  for  assistance  to 
dependent  families.   In  FY89,  the  Committee  recommends 
changes  designed  to  bring  $35.7  million  in  additional 
federal  reimbursements  for  existing  state  expenditures. 
These  changes  would  fund  $18.7  million  of  the  $30  million 


state  share  for  the  proposed  grant  improvements,  and  would 
also  fund  $17  million  of  expanded  fuel  assistance. 

FOURTH:   The  Committee  recommends  that  the  Department 
establish  performance  goals  which  seek  to  reduce  the  state's 
expenditures  for  emergency  homelessness  services  as  AFDC 
payments  are  brought  to  adequate  levels  by  the  third  year  of 
the  plan.   Since  most  family  homelessness  is  linked  to  the 
inadequate  income  of  AFDC  families  given  the  high  housing 
costs  in  the  commonwealth,  a  portion  of  the  cost  of  adequate 
benefits  should  be  offset  by  reduced  costs  for  emergency 
services  which  now  cost  the  state  at  least  $120  million 
annually.   The  Department  should  establish  clear  and 
realistic  goals  for  this  transition  for  the  final  year  of 
the  phased  grant  improvement. 


CLOSING  THE  GAP 


I  .     MEASURING  THE  POVERTY  GAP. 

A .   Defining  the  target:  the  standard  budgets  of  assistance. 

The  General  Laws  obligate  the  Department  of  Public  Welfare 
to  operate  a  program  of  assistance  to  families  with  dependent 
children.   The  costs  of  this  program  are  shared  equally  with  the 
federal  government  under  the  program  of  Aid  to  Families  with 
Dependent  Children  (AFDC).   Under  long-standing  statutes  of  the 
Commonwealth  governing  the  Department,  the  Department  is  obligated 
to: 

"aid  a  parent  in  properly  bringing  up,  in  his  or  her  own 
home,  each  dependent  child  .  .  .  The  aid  furnished  shall  be 
sufficient  to  enable  such  parent  to  bring  up  such  child  or 
children  properly  in  his  or  her  own  home,  and  shall  be 
determined  in  accordance  with  budgetary  standards  of  the 
department  .  .  .  ".3 
For  this  purpose,  the  Department  is  also  required  to: 

"formulate  a  standard  budget  of  assistance,  the  adequacy  of 
which  shall  be  reviewed  annually".4 

These  obligations  were  interpreted  by  the  Supreme  Judicial 
Court  in  an  August  decision  which  found  that  the  Department  is 
required  to  establish  an  annual  standard  budget  of  assistance 
setting  forth  the  minimum  level  of  income  needed  to  enable  parents 
to  properly  raise  their  children  in  their  own  homes.5   The  Court 


also  ruled  that  while  the  Legislature  has  the  ultimate  power  to 
decide  the  level  of  appropriations,  the  Department  was  obligated 
to  report  to  the  Legislature  if  existing  appropriations  were 
inadequate  to  meet  the  standards  set  by  the  Department.   in 
determining  the  adequacy  of  existing  benefits,  the  Court 
recognized  that  the  Department  was  entitled  to  "consider  the 
assistance  provided  to  parents  with  dependent  children  not  only 
through  AFDC  but  also  through  other  financial  assistance  programs 
as  well,  such  as  food  stamps,  energy  assistance,  and  public  or 
subsidized  housing. "6 

In  its  December  Report  to  the  General  Court,  the  Department 
responded  to  this  mandate  by  setting  forth  its  revised  standard 
budgets  of  assistance.   These  budgets  are  designed  to  measure  the 
minimum  income  needed  to  pay  for  food,  clothing,  shelter  and 
similar  necessities.   Separate  budgets  are  provided  to  reflect  the 
difference  in  housing  costs  between  public  and  private  housing 
tenants.   The  Department  also  provides  two  private  housing  budgets 
based  on  the  higher  average  rents  in  the  Boston  area  and  Cape  Cod 
compared  to  the  rest  of  the  state.   The  Department's  minimum 

Table  1: 
FY  1988  STANDARD  BUDGETS  OF  ASSISTANCE7 

Type  of  Housing  Standard  Budget 

Private  Housing, 
Metro  Boston/Cape  Cod  $11,705 

Private  Housing, 
Outside  Boston  $10,920 

Public/Subsidized 
Housing  $9,430 
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standards  for  a  family  of  3  (the  typical  size  of  an  AFDC 
household)  are  shown  in  Table  1. 

The  Committee  concludes  that  while  these  standards  represent 
a  bare  minimum  measure  of  subsistence,  they  are  a  proper  basis  for 
evaluating  the  adequacy  of  public  assistance  to  dependent 
children.   As  set  forth  in  Section  V,  however,  the  Committee 
recommends  that  future  standards  establish  a  single  statewide 
private  housing  standard.   The  "poverty  gap"  should  be  defined  by 
these  standards  rather  than  the  federal  "poverty  line"  which  has 
been  the  focus  of  past  debate.   The  standard  budgets  of  assistance 
are  based  on  the  central  consideration  embodied  in  state  law: 
public  assistance  must  be  sufficient  to  permit  eligible  families 
with  children  to  properly  bring  up  their  children  in  their  own 
home.   The  Committee  believes  that  state  policy  should  still  be 
based  on  that  goal.   Unlike  the  federal  poverty  line,  the  standard 
budgets  measure  the  actual  Massachusetts  costs  for  minimum  basic 
needs.   They  are  based  on  a  careful  analysis  of  each  item  in  a 
low-income  family's  budget  (the  analysis  is  detailed  in  the 
Department's  FY88  budget  request  narrative). 3   The  standards  take 
account  of  the  costs  of  housing,  food,  clothing,  and  minimal 
amounts  for  personal  care,  tranportation,  and  household 
furnishings.   The  standards  reflect  the  reality  that  poor  families 
have  to  spend  half  of  their  income  on  shelter  and  another  third 
for  food. 

These  standards  provide  a  clear  and  oojective  measure  of  the 
adequacy  of  the  state's  assistance  to  families  with  dependent 
children. 


3 .   Measuring  current  benefits:  Finding  the  starting  point. 

In  order  to  measure  the  remaining  need  of  dependent 
children,  it  is  essential  to  evaluate  existing  benefit  programs. 
The  Department's  December  Report  lists  12  programs  that  provide 
aid  to  at  least  some  AFDC  recipients.   While  the  $6120  basic  grant 
to  a  family  of  three  is  obviously  inadequate  to  meet  a  family's 
survival  needs,  the  harder  task  is  the  determination  of  what  other 
aid  programs  should  be  considered  in  calculating  the  gap  between 
available  assistance  and  the  standards  of  need.   This  discussion 
will  review  each  benefit  program  described  in  the  December 
Report . 

The  statutory  policy,  which  the  Committee  reaffirms,  is  that 
assistance  available  to  families  on  public  assistance  should  be 
adequate  to  properly  raise  their  children.   The  only  benefits 
which  should  therefore  be  considered  in  setting  the  level  of  AFDC 
grants  are  those  available  to  substantially  all  of  the  recipients 
whose  support  is  determined  by  the  calculation,  for  the  purpose  of 
meeting  costs  which  are  included  in  the  standard  budgets  of 
assistance.   The  Committee  has  carefully  evaluated  each  of  the 
programs  described  in  the  December  Report.   We  conclude  that  it  is 
appropriate  to  take  a  number  of  them  into  account  in  measuring  the 
gap  between  current  benefits  and  the  standard  budgets  of 
assistance.   These  benefits  include  the  seasonal  clothing 
allowance,  the  rent  allowance,  the  federal  food  stamps  program, 
and  the  fuel  assistance  program: 

Clothing  allowance:   This  allowance  provides  $150  to  each 

dependent  child  who  is  receiving  support  during  September, 
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when  the  need  for  school  and  winter  clothing  is  typically 
greatest. 9   While  23%  of  recipients  do  not  receive  this 
allowance  because  they  are  not  receiving  benefits  in 
September ,1(^  the  Committee  believes  that  the  seasonal 
allowance  does  reflect  seasonal  clothing  costs  which  are 
part  of  the  standard  budgets  and  should  be  treated  as  aid 
available  to  families  dependent  on  AFDC.   If  it  is 
inappropriate  to  base  eligibility  on  a  single  month,  then 
the  Legislature  should  adjust  program  guidelines. 
Rent  allowance:   This  allowance  provides  $40  each  month  to 
each  family  living  in  private  housing,  reflecting  their 
greater  costs  for  housing  as  compared  to  tenants  of  public 
or  subsidized  housing.11   This  allowance  clearly  contributes 
towards  costs  which  are  part  of  the  standard  budget  and 
should  be  counted  in  calculating  the  gap  for  families  in 
private  housing. 

Food  stamps:   Virtually  all  AFDC  families  are  eligible  for 
the  federally  financed  food  stamp  programs,  which  provides 
$1704  per  year  in  food  coupons  to  families  in  private 
housing  and  $1260  per  year  in  food  coupons  to  families  in 
public  and  subsidized  housing.   The  Department  estimates 
that  89%  of  the  families  on  AFDC  participate  in  the 
program.12   Some  families  are  ineligible  because  they  share 
a  home  with  others,  and  may  also  have  lower  real  needs;  it 
is  unclear  why  the  remaining  households  are  not 
participating,  but  it  is  appropriate  to  treat  this  program 
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as  an  available  benefit  and  to  assist  eligible  families  who 
are  not  presently  participating  to  obtain  the  benefits. 
Fuel  assistance:   The  fuel  assistance  program  provides  an 
average  of  $565  per  year  to  48%  of  the  AFDC  households.13 
Since  only  a  minority  of  AFDC  families  participate,  and 
funding  is  presently  insufficient  to  make  the  benefit 
generally  available,  the  Committee  is  reluctant  to  treat 
this  benefit  as  though  it  were  available  to  all  recipients 
in  calculating  the  gap  between  available  assistance  and  the 
standard  budgets.   For  those  households  actually  receiving 
fuel  assistance,  however,  the  aid  does  pay  a  basic  shelter 
cost  reflected  in  the  standard  budgets  of  assistance.   As 
outlined  in  Section  V,  the  Committee's  solution  is  to  make 
fuel  assistance  available  to  all  AFDC  households  in  private 
housing  through  the  establishment  of  an  AFDC  winter  energy 
assistance  special  needs  allowance;  this  allowance  would 
replace  the  current  EOCD  fuel  assistance  program  for  AFDC 
families.   By  transferring  the  existing  state  fuel 
assistance  appropriation  into  the  AFDC  account,  it  should  be 
possible  to  obtain  matching  federal  funds  to  pay  for  this 
expansion.   At  the  same  time,  existing  federal  fuel 
assistance  funds  could  be  stretched  further  for  non-AFDC 
families . 14 

The  Committee  has  also  assessed  each  of  the  other  benefits 
described  in  the  Department's  December  Report  and  listed  below, 
and  concluded  that  these  other  programs  are  not  generally 
available  to  families  dependent  on  AFDC  to  offset  costs  which  are 
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reflected  in  the  standard  budgets  of  assistance.   In  general,  the 
other  programs  reach  only  a  small  minority  of  AFDC  households  and 
do  dot  benefit  most  of  the  Commonwealth's  dependent  children. 
While  the  Department  has  calculated  the  "average"  value  of  these 
programs  for  all  AFDC  families,  those  averages  do  not  represent 
reduced  needs  for  the  great  majority  of  AFDC  families. 15 

In  most  cases  these  programs  are  targetted  to  special 
circumstances  which  are  not  reflected  in  the  standard  budgets  of 
assistance  as  part  of  the  normal  low-income  family  budget.   In 
some  cases  the  whole  purpose  of  the  benefit  is  to  provide  an 
incentive  by  permitting  families  to  retain  a  portion  of  their 
earnings  or  child  support,  and  these  incentives  represent 
important  policy  objectives.   Specifically: 

Child  support  incentive  Payments  and  Earned  Income 
Disregards :   The  Department's  December  Report  notes  that  21% 
of  AFDC  families  receive  the  first  $50/month  in  child 
support  payments  from  absent  fathers,  while  the  balance  goes 
to  offset  the  costs  of  the  AFDC  program;  similarly,  8%  of 
AFDC  families  are  permitted  to  keep  a  small  portion  of  their 
earned  income  before  benefits  are  reduced. 16   Most  of  the 
earned  income  disregard  covers  work-related  expenses  (such 
as  FICA  taxes)  which  are  not  included  in  the  Standard 
Budgets  of  Assistance.   Each  program  is  designed  as  an 
incentive  to  encourage  AFDC  recipients  to  obtain  jobs  and  to 
help  obtain  child  support,  both  for  their  own  benefit  in 
terms  of  family  independence  and  because  both  help  to  reduce 
overall  program  costs.   The  incentive  only  works  if  these 

13 


payments  are  retained  by  recipients  rather  than  used  to 
offset  AFDC  payments.   In  any  event,  only  a  small  portion  of 
recipients  benefit  from  either  program. 
Crib/layette  Payments  and  Women,  Infants  and  Children 
3enef its :   Some  12%  of  AFDC  households  receive  an  average  of 
$300  to  help  with  the  extraordinary  costs  of  cribs  and 
clothing  for  newborn  infants. 17   Another  19%  receive  food 
supplements  for  women  and  children  "at  risk  because  of 
inadequate  income  and  nutritional  insuf f iciencies" . 18   These 
programs  are  designed  to  meet  special  needs  for  infants  and 
mothers  which  are  not  part  of  the  normal  family  budget. 
They  are  not  generally  available  to  meet  the  budget 
requirements  of  most  AFDC  families.   The  WIC  program  has 
been  widely  identified  as  a  cost-effective  approach  to 
avoiding  early  childhood  illness  as  a  result  of  nutritional 
deficiencies  during  pregnancy,  nursing  and  infancy,  and 
therefore  saves  substantially  more  state  medicaid  dollars 
than  it  costs. 1^   A  reduction  in  AFDC  benefits  to  offset  WIC 
benefits  for  mothers  and  children  receiving  WIC  would  defeat 
the  purpose  of  this  valuable  program. 

Transportation  subsidy:   This  subsidy  reaches  only  3%  of 
AFDC  households  for  medical  visits.20   It  has  no  meaningful 
effect  on  the  shortfall  in  basic  needs  and  affects  only  a 
tiny  fragment  of  the  caseload.   It  is  not  an  appropriate 
adjustment  to  the  standard  budgets. 
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Emergency  assistance:   The  emergency  assistance  (SA)  program 
responds  to  a  variety  of  particular  emergencies,  related 
principally  to  homelessness .   Approximately  31%  of  all  AFDC 
families  need  this  help  in  the  course  of  a  year.   Most  of 
these  funds  go  towards  paying  back  rent  and  utility  bills, 
security  deposits,  moving  and  storage  expenses,  and 
emergency  shelter  costs. 21   They  do  not  cover  ongoing  rent 
obligations  which  are  part  of  the  normal  family  budget  and 
do  not  generally  reduce  the  gap  between  budget  needs  and 
current  family  income.   As  described  in  Section  V,  the 
Committee  expects  that  the  need  for  EA  will  be  reduced  as 
benefits  are  brought  closer  to  actual  family  budget  needs. 
It  is  not  appropriate,  however,  to  use  EA  to  offset  basic 
income  support. 

School  meals:   The  Department  notes  that  most  school-age 
AFDC  recipients  benefits  from  the  school  breakfast  and  lunch 
programs. 22   while  this  may  relieve  some  of  the  pressure  on 
family  food  budgets,  it  is  not  possible  to  quantify  the 
savings  from  this  non-cash  program.   Federal  law  prohibits 
counting  these  meals  as  "income"  in  setting  AFDC 
benefits. 23   Tne  Committee  believes  that  this  federal 
restriction  is  proper;  while  it  could  be  circumvented  by 
reducing  the  standard  benefits  for  families  with  school-age 
children,  that  would  be  bad  policy.   Reducing  the  AFDC 
benefits  because  of  school  meals  wou!3  mean  that  an  AFDC 
mother  should  not  feed  her  children  before  putting  them  on 
the  bus  to  school  or  let  them  eat  when  they  get  home.   It  is 
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unlikely  that  it  is  actually  cheaper  to  feed  school-age 
children  because  of  the  school  meals  program,  than  to  feed 
pre-school  children.   The  Committee  is  not  prepared  to  count 
these  school  meals  as  available  income  to  meet  a  family's 
budget  requirements. 


Table  2: 
MEASURING  THE  POVERTY  GAP: 
FY  1988  ASSISTANCE  AVAILABLE  TO  AFDC  FAMILIES24 


[ CATEGORY  OF  HOUSING] 


AFDC  basic  grant 
AFDC  clothing  allowance 
AFDC  rent  allowance 
Food  stamps 
Total  current  aid* 


Standard  Budget  of  Assistance  $11,705 
"Poverty  Gap*'*  $3,101 


PRIVATE 

(Boston/ 

Cape ) 

$6,120 

300 

480 

1,704 

$8,604 

PRIVATE 

(Other) 

$6,120 

300 

480 

1,704 

$8,604 

$10,920 
$2,316 


PUBLIC/ 

SUBSIDIZED 

$6,120 

300 

0 

1,260 

$7,680 


$9,430 
SI, 750 


[*:  For  households  actually  receiving  fuel  assistance,  including 
some  48%  of  AFDC  households,  the  average  current  aid  would  be  higher 
by  $565  per  year  and  the  applicable  "poverty  gap"  lower  by  that 
amount.   As  described  in  the  text,  the  Committee  recommends  that  the 
AFDC  and  fuel  assistance  programs  be  modified  to  make  energy 
assistance  available  to  all  AFDC  households  with  the  same  need.] 


The  Committee  concludes,  therefore,  that  currently  available 
assistance  should  be  measured  by  the  value  of  AFDC  basic  grants, 
the  clothing  and  rent  allowances,  food  stamps,  and  the  actual 
amounts  of  fuel  assistance  received  by  a  recipient  family.   The 
amount  of  such  assistance  for  fiscal  year  1988,  and  the  gap 
between  that  aid  and  the  Department's  Standard  Budgets  of 
Assistance  for  FY  1988,  are  illustrated  in  Table  2.   The  average 
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AFDC  family  needs  in  public  housing  needs  $786/month  to  make  ends 
meet  and  gets  only  $640/month  in  total  assistance.   In  private 
housing  (averaging  the  figures  statewide),  the  gap  is  even  larger: 
the  average  family  of  3  needs  $941/month  and  gets  only  $717  each 
month  to  meet  those  needs  —  a  typical  shortfall  of  more  than  $200 
every  month  below  the  level  needed  for  subsistence. 

II  .   CLOSING  THE  GAP:  THE  COST  OF  A  SOLUTION. 

Having  measured  the  gap  between  the  standards  necessary  to 
provide  proper  support  for  dependent  children,  and  the  benefits 
available  to  meet  those  needs,  it  is  possible  to  measure  the  cost 
of  closing  the  gap.   The  Committee  finds  that  the  actual  gap  is 
significantly  lower  in  total  impact  than  previously  assumed. 
Unrealistic  discussions  of  this  gap  have  made  the  consideration  of 
this  issue  difficult  in  past  years.   In  the  context  of  the  recent 
litigation,  the  Department  was  asked  to  assume  an  immediate 
increase  of  the  AFDC  grant  alone  to  the  standard  budgets  of 
assistance,  requiring  an  89%  increase  in  the  standard  of  payment. 
The  Department  calculated  that  this  would  increase  the  AFDC 
caseload  by  30,000  new  households  and  swell  Medicaid  costs.   The 
total  cost  of  this  scenario  was  estimated  at  $780  million. 25 

The  Committee  has  concluded  that  the  proper  measure  of  the 
cost  of  closing  the  poverty  gap  yields  a  much  lower  cost.   First, 
the  proper  comparison  is  between  total  available  benefits, 
including  food  stamps  and  fuel  assistance,  and  the  standard 
budgets  of  assistance;  the  gap  to  be  closed  is  narrower  than 
assumed  in  the  litigation  estimate.   Second,  the  Committee  is 
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recommending  that  the  increase  be  phased  in  over  at  least  three 
years.   Caseload  management  strategies  which  have  succeeded  in 
avoiding  caseload  increases  during  the  course  of  the  past  five 
years,  while  benefits  have  risen  by  47%,  should  therefore  continue 
to  be  effective. 26   Third,  the  relevant  figure  in  the 
considerations  of  the  Legislature  should  be  the  cost  to  the  state 
of  its  50%  share  of  this  program:  the  federal  share  represents  a 
net  benefit  for  the  state,  and  a  focus  on  the  state  cost  makes  it 
possible  to  compare  this  program  to  alternative  state  objectives 
which  are  not  subject  to  federal  reimbursement. 

On  this  basis,  the  Committee  determines  that  the  cost  of  the 
FY1988  poverty  gap  was  $133  million.27   This  represents  the  dollar 
cost  of  increasing  FY1988  AFDC  benefit  levels  sufficiently  so  that 
the  combination  of  AFDC  (including  the  rent  and  clothing 
allowances),  food  stamps  and  fuel  assistance  match  the  FY  1988 
standard  budgets  of  assistance.   It  includes  the  cost  of  a 
supplemental  food  allowance  to  offset  the  loss  of  food  stamps 
which  results  from  the  increase  in  AFDC  benefits:  for  each  dollar 
of  AFDC  benefits,  a  family  loses  roughly  3Q£  of  food  stamps. 
Finally,  it  reflects  the  50%  federal  reimbursement  for  the  cost  of 
the  increase:  the  $133  million  represents  the  remaining  state 
share  of  the  cost. 

The  figure  does  not  reflect  any  significant  net  increase  in 
the  AFDC  caseload  solely  as  a  result  of  the  improved  benefits. 
While  more  families  become  eligible  for  assistance  whenever  the 
benefit  level  is  increased,  there  has  been  no  net  increase  in 
caseload  during  the  past  five  years  while  benefits  have  increased 
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by  47%,  including  a  one-year  14%  increase  in  fiscal  year  1986.   At 
the  time  of  this  large  one-time  increase,  there  was  a  temporary 
increase  of  about  2000  in  the  AFDC  caseload,  due  partly  to 
seasonal  variations  and  partly  to  eligibility  changes;  over 
subsequent  months,  the  effect  essentially  disappeared . 23   ^he 
families  who  become  eligible  as  a  result  of  benefit  increases  are 
primarily  those  whose  earnings  make  them  ineligible  under  current 
guidelines.   In  most  cases,  they  only  become  eligible  for  partial 
benefits  if  they  enroll  in  the  AFDC  program. 2^   They  must  still 
face  the  considerable  barriers  to  enrollment,  in  terms  of  both 
substantive  review  and  the  stigmas  attached  to  public  welfare. 
The  participation  rate  for  such  households  has  been  relatively 
low,  and  has  been  overwhelmed  by  more  significant  caseload 
trends.   Both  the  demographic  trends  pushing  the  caseload  higher 
as  a  result  of  the  growing  number  of  single-parent  households,  and 
the  achievements  of  the  employment  and  training  and  child  support 
strategies  in  holding  the  caseload  down,  appear  to  have  much 
greater  significance  in  determining  caseloads  than  the  changing 
eligibility  standards. 30 

If  increases  are  phased  in  gradually,  and  the  efforts  at 
employment  and  training  and  child  support  enforcement  continue  to 
receive  strong  support,  there  should  be  no  net  increase  in  the 
caseload  solely  as  a  result  of  the  proposed  improvements  in 
benefits.   The  actual  calculation  of  the  cost  of  closing  the  gap 
is  illustrated  in  Table  3.   As  discussed  in  Section  V  below,  the 
Committee  recommends  that  this  gap  be  closed  over  three  years;  the 
first  installment  in  FY89  would  require  $44  million  in  state 
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Table  3: 

COST  OF  CLOSING  THE  GAP  BETWEEN  CURRENT  BENEFITS 

FOR  AFDC  FAMILIES  AND  STANDARD  BUDGETS  OF  ASSISTANCE 

[CATEGORY  OF  HOUSING] 
PRIVATE    PRIVATE    PUBLIC/ 
(30ST0N)   (OUTSIDE)  SUBSID.  AGGREGATE 


Number  of  families31  27,200 

Standard  budget  of  assistance  $11,705 


Current  benefits  (Table  2) 

FY  1988  poverty  gap 

Gap  plus  food  stamp  loss* 

Dollar  cost  of  gap 

Fuel  assistance  offset** 

Net  cost  of  gap 

State  share  of  gap 

Cost  of  FY89  installment 

State  share  of  FY89  installment 


8,604 

3,101 

4,434 

$120. 62m 


29,750 

$10,920 

8,604 

2,316 

3,312 

$98. 53m 


28,050 

$9,430 

7,680 

1,750 

2,503 

$70. 20m 


85,000 


$289. 34m 
(-23.05m) 
$266. 29m 
S133.15m 
!!  88.76m 
!!  44.38m 


[*:  As  described  in  the  text,  recipients  lose  30£  of  food  stamps  for 

each  dollar  of  AFDC  increase;  calculation  assumes  this  loss  must  be 
offset  to  maintain  value  of  benefits. 

**:  Reflects  value  of  fuel  assistance  received  by  AFDC  households.] 

funds,  $30  million  above  the  amount  recommended  in  H.l.   The 
budgetary  impact  of  this  approach  is  reasonable.   This  first  step 
for  FY89  is  less  than  the  $60.3  in  new  FY39  funds  which  H.l 
recommends  be  spent  on  less  direct  assistance  to  AFDC  families. 32 
The  Committee  also  believes  that  adequate  income  support  is  a 
better  long-term  strategy  to  combat  homelessness  than  the 
emergency  services  which  now  cost  the  commonwealth  more  than  $118 
million  annually. 33   it  j_s  not  difficult  to  understand  growing 
family  homelessness  when  the  Department  concedes  that  AFDC 
provides  less  income  than  the  minimum  needed  to  pay  for  rent  and 
other  necessities.   The  Department  has  estimated  that  80%  of 
homeless  families  rely  on  AFDC  as  their  principal  source  of 
support,  and  that  two-thirds  of  the  homeless  AFDC  families  are 
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homeless  for  simple  economic  reasons. 34   jf  the  Committee's 
recommendations  are  adopted  and  the  level  of  assistance  is  raised 
to  the  level  of  need  over  the  next  three  years,  the  need  for 
emergency  aid  to  prevent  homelessness  should  be  reduced.   As 
discussed  in  Section  V,  it  should  be  possible  for  the  Department 
to  project  some  reductions  in  the  cost  of  homelessness  prevention 
upon  completion  of  the  phased  improvement  of  AFDC  benefits.   It  is 
also  likely  that  the  cost  of  the  more  adequate  AFDC  grants  could 
be  at  least  partly  offset  by  transforming  some  categories  of 
indirect  assistance  into  AFDC  special  needs  or  income  support 
payments . 35 

Finally,  it  is  clear  that  the  present  system  of  inadequate 
child  support  has  high  costs  of  a  less  direct  nature.   It  is 
unlikely  that  children  raised  in  severe  deprivation  will  have  an 
equal  opportunity  to  succeed  either  socially  or  educationally.   It 
is  unlikely  that  mothers  faced  by  the  constant  threat  of 
homelessness  or  hunger,  without  enough  money  to  pay  for  basic 
family  needs,  will  cope  well  with  the  dual  challenges  of  rearing 
children  and  improving  their  own  chances  for  independence.   These 
social  costs  translate  into  heavy  public  burdens  in  the  long  term 
—  for  social  services,  remedial  education,  corrections,  and 
health  care,  and  for  new  generations  of  welfare  dependency . 36 
While  income  maintenance  is  not  enough  by  itself  to  help  families 
secure  dignity  and  independence,  it  is  a  necessary  condition  for 
poor  children  to  have  a  minimal  chance  at  equal  opportunity,  and 
for  poor  single  mothers  to  find  the  room  to  change  their  lives. 
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Ill .   JUDGING  THE  ALTERNATIVES:  THE  MYTH  OF  VANISHING  POVERTY. 

There  is  no  genuine  dispute  that  hundreds  of  thousands  of 
Massachusetts  children  experience  deprivation  each  year,  and  that 
current  public  assistance  is  not  enough  to  relieve  that  hardship. 
It  has  been  argued,  however,  that  money  is  better  spent  on  helping 
families  escape  dependency  rather  than  on  improving  current 
benefits.   The  Committee  strongly  supports  the  employment  and 
training  and  child  support  enforcement  efforts,  but  these  programs 
are  not  an  alternative  to  decent  standards  of  living  for  dependent 
children.   The  Committee  does  not  believe  that  a  majority  of  the 
state's  dependent  children  will  see  improved  living  conditions  as 
a  result  of  these  "out  of  poverty"  strategies  in  the  immediate 
future. 37   These  programs  have  helped  limit  the  welfare  caseload 
and  helped  tens  of  thousands  of  families  to  achieve  greater 
independence  and  more  adequate  incomes.   They  will  not 
significantly  reduce  the  absolute  number  of  children  dependent  on 
AFDC  next  year. 38   if  the  state  comforts  itself  with  the  illusion 
that  the  AFDC  problem  will  soon  disappear,  it  will  do  so  at  the 
expense  of  its  most  vulnerable  children. 

There  are  a  few  main  reasons  for  this  conclusion.   First,  most 
of  the  mothers  who  come  onto  the  AFDC  caseload  each  year  do  so 
because  of  a  genuine  family  crisis.   Either  the  mother  has  just 
been  divorced,  widowed  or  separated  and  has  no  other  source  of 
support,  or  an  unwed  mother  gives  birth  but  the  father  in 
unwilling  or  unable  to  provide  child  support.   Most  other  cases 
arise  when  a  single  parent  loses  her  job. 39   These  families  are 
among  the  "working  poor"  while  the  job  lasts,  and  like  others  in 
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the  same  situation  they  hold  low-wage  jobs  which  are  barely 
adequate  to  sustain  a  family  and  which  frequently  lack  basic 
benefits  such  as  health  insurance.   When  there  is  only  one  parent, 
however,  the  family  can  be  forced  back  into  dependency  by  a  single 
crisis  such  as  the  loss  of  her  job,  the  failure  of  child  care 
arrangements,  or  a  medical  crisis  with  no  medical  coverage.   Given 
the  growing  number  of  low-wage  and  low-benefit  jobs  created  by  the 
service  economy,  this  is  an  escalating  cause  of  impoverishment. 
For  these  families  in  crisis,  there  is  no  near-term  alternative  to 
public  assistance,  and  help  in  getting  job  skills  and  employment 
is  not  a  plausible  quick  solution.   Half  of  these  mothers  do  in 
fact  get  off  welfare  each  year,  but  are  replaced  by  an  equal 
number  facing  the  same  crises. 40 

The  second  key  reality  is  that  the  number  of  single-parent 
families,  vulnerable  to  crises  which  force  them  into  dependency, 
is  growing  rapidly.   The  number  of  single-parent  families  in 
Massachusetts  has  risen  by  23%  since  1983,  to  a  total  of  more  than 
216,000.^1   Children  in  single-parent  households  enjoy  barely  one 
quarter  of  the  income  of  those  in  two-parent  families,  and  55%  of 
children  in  female-headed  households  live  in  poverty. 42   The 
success  of  the  employment  and  training  program  in  the  past  few 
years  has  barely  kept  pace  with  the  expanding  population  of  poor 
single  parents.   The  fundamental  social  and  economic  changes  which 
produce  more  single  parents  and  make  it  harder  for  single  parents 
to  escape  poverty  cannot  be  wished  away.   Continued  success  in  the 
employment  and  training  efforts  will  limit  the  time  families 
depend  on  &FDC,  and  hold  down  growth  in  the  caseload;  but  hundreds 
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of  thousands  of  children  will  continue  to  depend  on  AFDC  for  their 
survival  for  portions  of  their  childhood. 

The  third  limiting  reality  is  that  child  support  enforcement 
can  only  succeed  when  single  fathers  are  not  themselves  so  poor 
that  they  are  an  unlikely  source  of  support.   It  is  harder  to  pin 
down  this  circumstance,  but  it  seems  likely  that  a  significant 
number  of  the  fathers  of  AFDC  children  are  themselves  poor.   Even 
if  child  support  enforcement  were  broadly  effective,  it  would  not 
eliminate  the  AFDC  caseload.   It  is  also  evident  that  effective, 
uniform  enforcement  of  child  support  obligations  requires  a 
long-term  change  in  both  legal  and  social  norms. 

The  common  sense  evidence  for  these  conclusions  is  the 
experience  of  the  past  several  years:  while  the  Department 
describes  40,000  placements  of  AFDC  parents  through  the  ET  program 
since  FY  1984,  and  nearly  10,000  cases  closed  in  FY  1988  through 
child  support  enforcement,  the  total  caseload  has  remained  roughly 
unchanged:  vigorous  efforts  have  only  held  off  demographic 
pressures  tending  to  increase  the  caseload. 43 

The  Department  concurs  that  these  demographic  trends  will  not 
be  reversed  in  the  next  few  years.   There  will  still  be  more  than 
200,000  children  each  year  who  depend  on  AFDC  for  survival.   The 
state's  efforts  in  job  placement  and  child  support  enforcement  are 
no  answer  to  the  basic  needs  of  these  children  while  they  are 
dependent  on  AFDC.   These  valuable  programs  can  only  supplement  a 
program  of  adequate  support  for  dependent  children. 
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IV.   BUDGETING  FOR  CHILDREN:  THE  FAILURE  OF  THE  PROCESS. 

Massachusetts  is  not  alone  in  failing  its  poor  children.   The 
nation's  social  welfare  policies  have  shown  dramatic  success  in 
some  arenas,  most  especially  in  relieving  the  poverty  of  elderly 
citizens.   But  the  different  approach  which  we  have  taken  towards 
children  in  poverty  is  creating  a  permanent  state  of  deprivation 
for  a  growing  proportion  of  our  young.   While  income  support  for 
the  elderly  has  been  properly  tied  to  the  changing  cost  of  living, 
income  support  for  children  has  been  treated  as  an  annual  question 
of  competing  budget  pressures,  and  the  children  have  lost.   Rather 
than  pitting  young  against  old  as  competing  budget  priorities,  we 
should  model  our  income  support  systems  for  the  young  on  the 
successful  model  of  social  insurance  for  the  elderly. 

The  income  support  programs  for  the  elderly  which  are  indexed 
to  inflation  have  reduced  the  poverty  rate  among  elderly  families, 
after  counting  public  assistance  programs,  to  2.6%,  while  the 
corresponding  poverty  rate  for  children  under  six  has  grown  to 
17. 5%.  44   This  means  that  the  rate  of  poverty  among  children  under 
6  is  now  seven  times  the  rate  for  persons  age  65  and  over.   In  a 
leading  commentary  on  the  nation's  family  policies,  Sen.  Daniel 
Moynihan  observed  that: 

"It  is  fair  to  assume  that  the  United  States  has  become  the 

first  society  in  history  in  which  a  person  is  more  likely  to 

be  poor  if  young  rather  than  old. "45 

The  key  distinction  between  the  successful  programs  to  relieve 
poverty  among  the  elderly  and  the  failing  programs  to  relieve 
poverty  among  the  very  young  is  our  willingness  to  let  aid  to 
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children  fall  in  real  terms  whenever  budget  pressures  call  for 
savings.   In  effect,  our  unstated  policy  is  to  allow  children  to 
fall  steadily  deeper  into  poverty  except  in  years  the  budget  is 
flush.   These  conflicting  patterns  in  our  social  welfare  system 
are  well  documented  in  the  recent  commentary  by  the  Senior 
Vice-President  and  Director  of  Research  for  the  Federal  Reserve 
Bank  of  Boston,  and  her  conclusion  is  apt: 

"Until  we  solve  the  problem  of  poor  children,  we  cannot  be 

proud  of  our  social  welfare  system,  despite  the  enormous 

successes  in  the  other  components . "46 

This  dilemma  is  illustrated  by  the  course  of  policy-making  in 
Massachusetts.   In  1970,  our  AFDC  program  allowed  dependent 
families  to  live  at  standards  (in  real  terms)  at  least  equal  to 
those  defined  in  the  1988  standard  budgets  of  assistance.   If 
Massachusetts  AFDC  benefits  had  kept  pace  with  inflation  since 
1970,  grants  would  actually  exceed  the  levels  now  recommended  by 
the  Committee  as  minimally  adequate. 47   The  level  of  benefit 
improvements  sought  in  these  recommendations  is  not  an  attempt  to 
break  new  ground,  but  only  to  retake  lost  ground  in  meeting  the 
basic  needs  of  poor  children.   Since  1984,  Massachusetts  has 
caught  up  with  part  of  its  overdue  obligations  in  this  regard. 
The  recommendation  in  H.l,  however,  would  again  allow  children  to 
slip  backwards  in  real  income.   The  5.5%  increase  recommended  in 
H.l  would  cut  benefits,  in  real  dollars,  after  adjusting  for  the 
resulting  loss  of  food  stamps:  the  net  increase  of  3.5%  in  an 
average  households's  assistance  would  be  less  than  the  5.3% 
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inflation  rate  in  low-income  family  budgets  documented  in  the 
December  Report. 43 

If  the  commonwealth  desires  to  reduce  real  poverty  among  its 
children,  the  central  program  of  assistance  to  children  can  no 
longer  be  solely  an  issue  of  leftover  growth  revenues.   A  strategy 
to  meet  basic  needs  must  have  priority  in  the  budget  process  and 
be  built  into  the  maintenance  budget  of  state  government. 

V.   CLOSING  THE  POVERTY  GAP:  THE  COMMITTEE'S  RECOMMENDATIONS. 

The  Committee  concludes  that  it  is  both  necessary  and  feasible 
to  provide  enough  support  so  that  the  children  dependent  on  state 
assistance  can  meet  basic  needs  for  food,  clothing  and  shelter. 
It  is  necessary  because  it  is  a  fundamental  obligation  of  the 
commonwealth  to  make  it  possible  for  its  youngest  and  most 
vulnerable  citizens  to  grow  up  in  a  minimally  decent  environment. 
It  is  feasible  because  we  have  achieved  real  progress  in  recent 
years  and  closed  much  of  the  gap:  a  few  more  years  of  commitment 
can  finish  the  job.   The  Department's  Report  provides  the  basis 
for  clearly  measuring  the  need.   The  Committee  can  now  outline  the 
requirements  for  meeting  that  need. 

A.   Fiscal  year  1989:  the  next  step. 

The  Committee  proposes  that  the  AFDC  budget  for  fiscal  year 
1989  close  one-third  of  the  gap  between  current  available  benefits 
and  the  standard  budgets  of  assistance.   As  illustrated  in  Table 
3,  the  total  gap  measures  $133  million  in  state  funds,  matched  by 
another  $133  million  in  federal  reimbursements.   The  Committee 
recommends  that  the  fiscal  year  1989  budget  provide  an  additional 
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$44  million  in  state  funds  to  close  one-third  of  this  gap.   This 
would  permit  a  9.1%  increase  in  the  basic  grant  and  a  $30/month 
increase  in  the  rent  supplement.   It  would  also  permit  the  state 
to  offset  the  loss  of  food  stamps  through  the  incorporation  into 
the  basic  grant  of  a  food  allowance  sufficient  to  offset  that  loss 
(roughly  $20/month  for  a  household  of  three,  and  corresponding 
allowances  for  other  households ) .49   This  allocation  of  the 
increased  assistance  between  the  basic  grant  and  the  rent 
supplement  would  provide  a  roughly  proportionate  reduction  in  the 
respective  gaps  for  public  housing  tenants  and  private  housing 
tenants.   It  would  not  reflect  any  adjustment  as  between  those 
households  receiving  fuel  assistance  and  those  not  receiving  it; 
such  an  adjustment  will  require  further  changes  in  the  state  fuel 
assistance  program  as  discussed  below.   Although  the  Department 
has  established  different  standard  budgets  for  families  in  private 
housing  within  greater  Boston  and  Cape  Code,  as  against  those  in 
other  parts  of  the  state,  the  Committee  rejects  a  dual  standard 
for  the  rent  supplement  for  the  reasons  discussed  in  the  following 
recommendation. 

B.   Future  benefits;  keeping  pace  with  the  cost  of  living. 

The  Committee  recommends  that  additional  improvements  in  basic 
benefits  be  funded  in  fiscal  years  1990  and  1991  in  order  to  close 
the  remaining  gap  between  available  assistance  and  the  standard 
budgets  of  assistance.   Under  the  current  provisions  of  state  law, 
the  standard  budgets  of  assistance  will  be  updated  each  year  and 
should  increase  to  keep  pace  with  the  rate  of  inflation  in 
low-income  family  budgets. 50   jn  addition,  the  measure  of 
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available  benefits  other  than  AFDC  may  change  as  a  result  of 
changes  in  federal  law  or  budget  policies.   For  this  reason,  it  is 
not  possible  to  project  the  precise  cost  of  the  necessary  benefit 
improvements  in  the  subsequent  fiscal  years,  although  it  is  likely 
that  they  will  require  greater  funding  than  the  increase 
recommended  for  fiscal  year  1989  simply  as  a  result  of  inflation 
in  living  costs.   The  Committee  intends  to  review  the  standard 
budgets  of  assistance  each  year  after  their  submission  in  order  to 
reassess  the  gap  between  the  standards  established  by  state  law 
and  the  existing  level  of  assistance  to  dependent  children. 51 

The  Committee  further  recommends  that  the  laws  governing  the 
Department  be  amended  to  provide  that,  following  the  three-year 
transition  period,  the  standards  of  payment  and  rent  allowance 
under  AFDC  would  be  adjusted  annually  to  reflect  the  changing  cost 
of  a  low-income  family  budget,  as  originally  contemplated  by  state 
law.   The  Committee's  proposed  legislative  amendments,  as  set 
forth  in  Appendix  "A"  to  this  Report,  would  include  the  following 
provisions : 

(1)  The  Department  would  be  responsible  for  making  an  annual 
calculation  of  the  minimum  budget  needed  to  properly  raise 
children  dependent  on  public  assistance.   This  budget  would  be 
defined  as  the  "minimum  family  needs  budget"  to  clarify  its 
purpose.   It  would  be  adjusted  annually  to  reflect  changes  in  the 
cost  of  living  for  low-income  families. 

(2)  The  Department  would  be  required  to  establish  a  single 
minimum  family  needs  budget  for  families  in  private  housing.   The 
Committee  is  not  satisfied  that  different  standards  for  two 
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geographic  sectors  of  the  state  can  be  justified  in  light  of  the 
broad  variation  within  each  of  these  regions  and  among  families  in 
different  circumstances  even  within  the  same  neighborhood.   The 
Department  acknowledges  that  average  rent  levels  among  Boston 
neighborhoods  vary  by  a  factor  of  100%.   Rent  levels  outside  of 
the  Boston  area  also  vary  widely:  rents  in  the  Worcester  SMSA  were 
one-third  higher  than  those  in  the  Fall  River  SMSA.   Even  within 
the  same  neighborhood,  there  may  be  a  100%  variation  between 
renters  who  have  remained  in  the  same  unit  for  a  number  of  years 
and  those  seeking  new  apartments.52   It  is  not  reasonable  to  give 
a  lower  rent  supplement  to  some  recipients  than  to  others  unless 
the  difference  is  likely  to  reflect  differing  actual  need  in  the 
substantial  majority  of  cases.   The  Committee  is  not  satisfied 
that  this  would  be  the  case. 

(3)  The  Department  would  be  required  to  calculate  a  standard 
of  payment  and  a  rent  allowance  for  AFDC  purposes  sufficient  so 
that,  together  with  available  food  stamps  and  fuel  assistance,  aid 
would  be  sufficient  to  meet  the  updated  minimum  family  needs 
budgets. 53   The  Department  would  be  required  to  submit  its  budget 
to  the  Legislature  based  on  these  updated  standards. 

(4)  For  the  fiscal  years  1989  and  1990,  the  standards  of 
payment  and  rent  allowance  would  reflect  a  transition  to  the 
minimum  standards  as  proposed  by  the  Committee. 

C .   Expanding  the  Department's  resources. 

While  the  Committee  believes  that  more  adequate  assistance  to 
children  in  need  is  both  an  essential  public  policy  and 
cost-effective  in  the  long  term,  the  Committee  also  recommends 
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that  the  Department  maximize  the  federal  funding  available  for 
assistance  to  AFDC  families.   The  Department  should  aggressively 
pursue  opportunities  for  transforming  state  financed  assistance, 
including  some  $137  million  in  low  income  energy  assistance, 
homelessness  services,  and  voucher  day  care,  into  AFDC  payments 
eligible  for  matching  federal  funds. 54   The  Committee  has 
determined  that  for  FY89,  this  course  could  expand  available  fuel 
assistance  by  $17  million  without  new  state  expenditures  and  in 
addition  fund  at  least  $18.7  million  of  the  state  cost  for  the 
proposed  FY89  grant  improvement. 

In  order  to  qualify  for  treatment  as  a  special  needs  payment, 
such  programs  would  need  to  be  available  to  every  AFDC  family  with 
the  same  needs.   In  some  cases,  this  could  expand  the  number  of 
families  entitled  to  the  services,  but  it  would  also  double  the 
amount  of  funds  available  for  the  particular  service.   Where  no 
expansion  in  services  is  presently  required,  this  approach  would 
reduce  the  need  for  state  funds  by  50%. 

The  Committee  recommends  the  following  steps  for  FY89: 
(1)   The  existing  state  energy  assistance  program,  which 
provides  state  funds  to  supplement  the  federally  funded  low  income 
energy  assistance  program,  should  be  transformed  to  finance  an 
AFDC  special  needs  allowance  for  winter  energy  assistance.   The 
$17  million  appropriation  proposed  in  H.l  would  be  diverted  to  the 
AFDC  account  and  accordingly  matched  by  another  $17  million  of 
federal  funds.   This  approach  has  several  advantages:  by  obtaining 
federal  matching  funds  under  the  AFDC  program,  it  will  expand  the 
availability  of  energy  assistance  to  all  AFDC  households  who 
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experience  the  need  with  no  increased  cost  to  the  state.   At  the 
same  time,  by  relieving  the  demand  from  AFDC  households  for  the 
limited  federal  funds  available,  it  will  expand  the  fuel 
assistance  available  to  non-AFDC  households.55 

(2)   The  portion  of  the  voucher  day  care  program  which  serves 
current  AFDC  recipients  should  be  converted  to  a  special  needs 
allowance  for  child  care  for  ET  participants.   At  least  some  other 
states  have  successfully  obtained  federal  reimbursement  for 
similar  child  care  special  needs  programs.   The  Department  advised 
the  Legislature  in  its  FY88  budget  narrative  that  it  was  pursuing 
this  option,  but  has  since  dropped  the  initiative.5^   The  state 
should  be  eligible  for  reimbursement  for  day  care  provided  to  ET 
participants  who  are  AFDC  recipients;  the  Department  has  requested 
at  least  $26.5  million  for  this  purpose  for  FY89.57   Since  ET  is 
currently  serving  substantially  all  applicants,  there  appears  to 
be  no  present  need  for  further  expansion  of  funding  and  it  should 
therefore  be  possible  to  replace  state  funding  of  $13.2  million 
(one  half  of  the  appropriation)  with  federal  reimbursements.   This 
saving  alone  would  offset  nearly  half  of  the  proposed  increase  in 
H.l  funding  for  direct  assistance.   The  Department  has  expressed 
concern  that  since  special  needs  allowances  must  ordinarily  be 
offered  in  cash  to  qualify  for  reimbursement,  this  approach  may 
disrupt  the  ET  child  care  strategy  because  providers  may  reject  ET 
applicants  who  do  not  present  vouchers.   Since  recipients  may 
accept  vouchers  if  they  choose,  ET  participants  faced  with  that 
dilemma  would  presumably  elect  to  take  vouchers  in  order  to 
qualify  and  the  Department  would  encourage  them  to  do  so.5^ 
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(3)  The  newly  proposed  rent  subsidy  program  intended  to  serve 
at  least  5000  AFDC  households  in  serious  risk  of  homelessness 
should  also  be  eligible  for  conversion  to  a  special  needs 
allowance.   H.l  proposes  a  state  expenditure  of  $11  million  for 
FY89 .   Since  the  program  is  designed  to  serve  households  in  a 
carefully  targetted  category  with  specific  indicators  of 
threatened  homelessness,  the  subsidy  should  qualify  as  a  fair  and 
equitable  measure  of  a  special  need  subject  to  federal 
reimbursement.   This  portion  of  the  state-funded  homelessness 
initiative  should  be  transferred  to  the  AFDC  account  and  the 
Department  should  be  directed  to  seek  federal  reimbursement.^^ 
Such  reimbursement  would  reduce  net  state  costs  for  the  program  by 
$5 .5  million. 

(4)  The  Department  should  be  directed  to  assess  its  family 
shelter  programs  to  determine  whether  additional  components  of 
this  program  may  qualify  for  federal  reimbursement  as  part  of  the 
AFDC  program.60 

(5)  The  Department  should  also  be  directed  to  review  all  of 
the  rental  assistance  programs  which  provide  help  to  some  AFDC 
recipients,  both  to  determine  whether  they  are  appropriately 
targetted  to  those  with  the  greatest  need  and  to  determine  whether 
it  is  possible  to  structure  a  special  needs  allowance  for  housing 
which  would  consolidate  such  programs  and  either  expand  their 
availability  or  reduce  their  state  costs  by  securing  federal 
reimbursement . 61 
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D .   Establishing  performance  objectives. 

Recent  budgets  have  encouraged  the  Department  to  establish 
performance  goals  which  project  the  savings  which  should  result  in 
existing  programs  when  new  initiatives  are  funded  which  address 
the  same  problems.52   This  is  an  important  budgetary  discipline  in 
the  effort  to  maximize  the  impact  of  scarce  state  dollars.   This 
kind  of  trade-off  should  be  possible  if  the  Committee's  basic 
proposals  for  adequate  income  support  are  adopted.   The  Committee 
believes  that  once  the  level  of  assistance  provided  through  the 
AFDC  program  is  brought  up  to  adequate  levels  over  the  next  three 
years,  the  need  for  emergency  intervention  to  relieve  homelessness 
should  be  relieved  to  a  significant  extent.   Once  AFDC  households 
receive  sufficient  income  to  meet  at  least  average  housing  costs, 
fewer  should  face  the  threat  of  homelessness  and  need  shelters  or 
other  emergency  aid.   Indeed,  the  core  of  the  Governor's  new 
homelessness  initiative  proposes  to  prevent  homelessness  for  the 
most  threatened  families  by  providing  a  $300/month  rent 
subsidy. 63   After  accounting  for  the  corresponding  loss  of  food 
stamps,  this  is  no  greater  than  the  gap  between  existing 
assistance  and  the  standard  budgets  for  private  housing.   If  this 
approach  is  effective  in  avoiding  homelessness,  then  an  adequate 
grant  should  solve  a  large  measure  of  the  problem  for  AFDC 
recipients.   As  discussed  above,  the  Department  estimates  that  80% 
of  the  family  homeless  are  AFDC  households  and  that  two-thirds  of 
these  are  homeless  for  economic  reasons. 

The  state  spends  about  $120  million  on  homelessness,  much  of 
it  directed  towards  AFDC  households . 64   This  amount  has  grown 
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rapidly  in  the  past  few  years  and  the  Governor  has  proposed 
another  major  expansion  this  year.   The  Committee  believes  that 
the  threat  of  homelessness  for  AFDC  families  is  directly  related 
to  the  fact  that  basic  income  support  is,  as  the  Department's  own 
December  Report  demonstrates,  inadequate  to  cover  normal  rents  in 
the  commonwealth.   The  Committee  recommends  that  during  the  coming 
year,  the  Department  work  with  the  transitional  assistance 
coordinating  committee  established  by  the  FY88  state  budget  to 
define  clear  objectives  for  reductions  in  the  state's  expenditures 
on  homelessness  as  the  grant  improvement  is  finally  phased  in 
during  FY91.^5   The  Department  should  report  on  the  extent  to 
which,  and  reasons  why,  it  anticipates  continued  needs  for 
homelessness  assistance  for  AFDC  recipients  and  the  extent  to 
which  existing  programs  will  continue  to  be  needed  because  of  the 
needs  of  other  homeless  populations.   This  information  will  assist 
in  the  development  of  future  state  budgets  reflecting  the  improved 
level  of  AFDC  basic  needs  support.   These  reductions  in  required 
state  spending  will  offset  a  portion  of  the  anticipated  cost  in 
the  final  year  of  the  Committee's  plan. 
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NOTES 

1.  The  estimate  of  220,000  AFDC  children  is  based  on  data  in  the 
Department  of  Public  Welfare's  FY88  Budget  Request  Narrative, 
pp.  83-35.   The  Narrative  estimates  that  there  are  120,000 
different  families  on  AFDC  each  year;  49%  include  1  child,  29% 
include  2  children,  14%  include  3  children,  5%  include  4 
children,  and  3%  include  5  or  more  children.   Assuming  that 
the  last  category  consists  of  5  children,  this  would  mean  that 
the  120,000  families  would  include  220,800  children.   The 
estimate  on  newborn  children  comes  from  the  Memorandum  on  AFDC 
Caseload  Trends,  Charles  M.  Atkins,  Commissioner,  Department 
of  Public  Welfare,  October  14,  1987,  p.  6. 

2.  The  basis  of  these  monthly  averages  is  the  data  in  Table  2 
(page  16);  the  figure  for  private  housing  is  the  weighted 
average  for  the  two  private  housing  categories,  based  on  the 
relative  numbers  in  each  category  as  shown  in  Table  3  (page 
20)  . 

3.  General  Laws,  c.  118,  sec.  2. 

4.  General  Laws,  c.  18,  sec.  2(B)(g). 

5 .  Massachusetts  Coalition  for  the  Homeless  v.  Secretary  of  Human 
Services,  400  Mass.  806  (1987). 

6 .  Id.  at  p.  819,  n.13. 

7.  Department  of  Public  Welfare,  "FY88  Report  to  the  Great  and 
General  Court  of  the  Commonwealth  of  Massachusetts  on  Standard 
Budgets  of  Assistance  for  the  Aid  to  Families  with  Dependent 
Children  Program"  (December  1987)  ["DPW  December  Report"],  pp. 
14-16. 

8.  Department  of  Public  Welfare,  Budget  Request  FY  88:  Narrative, 
at  pp.  99-106. 

9.  DPW  December  Report,  p.  18. 

10.  Id. ,  p.  24  . 

11.  Id. ,  p.  18. 

12 .  Id. ,  p.  21. 

13.  Id.,  pp.  22,  24.   Under  current  EOCD  guidelines,  a  family  in 
private  housing  is  eligible  for  a  maxinam  of  $750  for  each 
heating  season.   The  assistance  covers  prospective  payments  of 
actual  gas,  oil,  electric  or  wood  heating  bills;  for  tenants 
who  do  not  separately  pay  for  heat,  it  covers  up  to  40%  of 
prospective  rent  bills.   No  paid  bill  is  reimbursed;  this  is  a 
principal  reason  why  the  average  payment  is  well  below  the 
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maximum,  since  a  family  which  applies  late  in  the  season  will 
receive  less  aid.   A  family  which  does  not  make  the  separate 
application  to  their  CAP  agency  gets  no  fuel  assistance.   In 
addition,  a  small  number  of  public  and  subsidized  housing 
tenants  receive  a  maximum  of  $375/season  toward  their  heating 
costs . 

14.  See  note  55.   Establishment  of  the  special  needs  allowance  may 
be  the  only  way  to  equalize  benefits  among  similarly  situated 
AFDC  households:  under  federal  law,  the  state  may  not  take 
federal  fuel  assistance  into  account  in  calculating  AFDC 
benefits,  so  the  state  cannot  simply  give  an  AFDC  supplement 
to  those  AFDC  households  who  do  not  get  federal  fuel 
assistance.   42  U.S.C.  section  8624(f)(1).   As  described  in 
the  preceding  note,  there  is  presently  an  element  of 
randomness  in  the  allocation  of  fuel  assistance  to  AFDC 
households,  which  would  be  eliminated  through  the  proposed  new 
allowance . 

15.  DPW  December  Report,  pp.  25-28.   The  "Expected  Value 
Calculation"  set  out  in  the  Report  is  not  reasonably  likely  to 
match  the  amount  of  aid  received  by  most  AFDC  families.   There 
is  no  data  on  the  extent  to  which  the  special  aid  programs  are 
spread  among  all  AFDC  households  or  concentrated  on  a  small 
portion  of  the  caseload.   Representatives  of  the  Department 
have  advised  the  Committee  that  this  calculation  was  offered 
for  information  only  and  was  not  intended  as  a  policy 
recommendation  from  the  Department  as  to  the  proper  measure  of 
the  adequacy  of  AFDC  benefits. 

16.  DPW  December  Report,  pp.  19-20. 
17  .  Id. ,  p.  20 . 

18.  Id.  ,  p.  23. 

19.  It  has  been  estimated  that  each  $1  investment  in  the  prenatal 
component  of  the  WIC  program  saves  as  much  as  $3  in  short-term 
hospital  costs  alone.   Report  of  the  Select  Committee  on 
Children,  Youth,  and  Families,  U.S.  House  of  Representatives, 
Washington,  D.C.  (August  14,  1985).   The  broader  savings  which 
result  from  such  investments  in  early  prevention  are  described 
by  the  public  policy  voice  of  the  nation's  corporate 
leadership  in  "Children  in  Need:  Investment  Strategies  for  the 
Educationally  Disadvantaged",  Committee  for  Economic 
Development,  New  York,  N.Y.  (1987),  pp.  1-5. 

20.  DPW  December  Report,  p.  22. 

21 .  Id. ,  p.  19. 
22  .  Id. ,  p. 22 . 
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23.  The  school  meals  program  is  subject  to  a  broad  restriction 
against  inclusion  in  any  public  benefit  calculation.   Federal 
law  provides  in  42  U.S.C.  sec.  1760(e): 

"The  value  of  assistance  to  children  under  this  chapter 
[governing  school  meals]  shall  not  be  considered  to  be  income 
or  resources  for  any  purpose  under  any  Federal  or  State  laws, 
including  laws  relating  to  taxation  and  welfare  and  public 
assistance  programs." 

24.  The  data  in  this  table  summarize  information  discussed  in  the 
text  and  derived  from  the  DPW  December  Report. 

25.  The  estimate  of  costs  was  contained  in  the  Affidavit  of  Genia 
Long,  Assistant  Commissioner  for  Budget  and  Cost  Control  of 
the  Department  of  Public  Welfare,  filed  in  the  Supreme 
Judicial  Court  on  January  6,  1987,  in  the  matter  of 
Massachusetts  Coalition  for  the  Homeless  v.  Philip  W. 
Johnston.   The  estimate  assumed  a  one-year  89%  increase  in  the 
maximum  AFDC  grant.   The  estimated  caseload  impact  is  set 
forth  in  the  DPW  December  Report,  pp.  55-56,  and  assumed  a 
one-year  70%  increase  in  the  maximum  AFDC  grant. 

26.  Between  FY84  and  FY88,  AFDC  benefits  increased  by  47%.   DPW 
December  Report,  p.  32.   In  the  same  period,  the  total  AFDC 
caseload  actually  declined  from  88,600  cases  in  October  1983 
to  85,300  cases  in  October  1987.   Memorandum  on  AFDC  Caseload 
Trends,  Charles  M.  Atkins,  Commissioner,  Department  of  Public 
Welfare,  October  14,  1987,  p.  4. 

27.  The  calculation  is  detailed  in  Table  3,  page  20. 

28.  See  note  24.   The  impact  of  the  FY  1986  benefit  increase  is 
detailed  in  the  Department  of  Public  Welfare's  Budget  Request 
FY88  Narrative,  p.  113. 

29.  The  methods  of  calculating  AFDC  benefits  and  eligibility  are 
set  forth  in  the  Department  of  Public  Welfare's  Budget  Request 
FY88  Narrative,  pp.  70-73.   While  the  Committee's  proposed 
FY89  grant  improvement  could  make  some  families  eligible  for 
significant  benefits  because  of  the  rise  in  the  gross  income 
ceiling  (set  by  federal  law  at  185%  of  the  standard  of  need), 
the  permitted  deductions  are  insufficient  to  provide 
meaningful  benefits  except  in  rare  cases.   Once  the  temporary 
earned  income  disregards  expire,  the  only  large  deductions 
available  are  the  $160/month  deduction  for  actual  child  care 
costs  for  each  child;  only  very  large  single-parent  families 
could  qualify  for  a  large  grant  on  this  basis.   Households 
with  incomes  between  the  standard  of  need  and  the  gross  income 
eligibility  ceiling  who  do  not  now  qualify  for  AFDC  would 
qualify  for  only  a  small  partial  benefit  if  they  became 
eligible  and  enrolled. 
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30.  These  broader  caseload  dynamics  are  discussed  in  both  the 
Department  of  Public  Welfare's  Budget  Request  FY88  Narrative, 
pp.  80-86,  and  the  October  14,  1987  Memorandum  on  AFDC 
Caseload  Trends  (see  note  26). 

31.  DPW  December  Report,  p. 8. 

32.  This  figure  includes  a  $23.1  million  in  voucher  day  care  for 
ET  participants  (H.l,  item  4400-1009);  a  $27.7  million 
increase  in  homelessness  services  (H.l,  item  4406-3000);  and 
$9.5  million  increase  in  emergency  assistance  also  aimed  at 
homelessness  prevention  (H.l,  part  of  item  4403-2000;  see  H.l 
Narrative,  at  p.  133.) 

33. 


34.  DPW  December  Report,  pp.  39,  41-44. 


35.  This  includes  $17  million  in  state  funds  for  low  income  energy 
assistance,  as  discussed  in  note  54;  the  Legislature  is 
currently  considering  an  $11  million  supplemental 
appropriation  for  this  account  to  offset  federal  budget  cuts 
in  this  program,  which  if  approved  would  swell  the  state 
funding  level  to  $28  million.   Similarly,  portions  of  the 
funds  now  spent  for  voucher  day  care  ($53.3  million  in  H.l, 
item  4400-1009)  and  homelessness  services  ($49.1  million  in 
H.l,  item  4400-1009  and  $18  million  in  H.l,  item  3722-9025) 
may  qualify  for  federal  matching  funds  as  special  needs 
payments  to  similarly  situated  AFDC  families.   As  discussed  in 
the  Committee's  recommendations,  the  options  for  transforming 
state  expenditures  for  fuel  assistance,  voucher  day  care  and 
homelessness  services  into  federally  matched  AFDC  payments 
should  be  aggressively  pursued  by  the  Department. 

36.  "Children  in  Need:  Investment  Strategies  for  the  Educationally 
Disadvantaged",  Committee  for  Economic  Development,  New  York, 
N.Y.  (1987),  pp.  3-10. 

37.  The  DPW  December  Report  permits  an  inference  that  the 
out-of-poverty  strategies  provide  an  alternative  to  grant 
improvements  (see  especially  pp.  58-66).   Representatives  of 
the  Department  have  advised  the  Committee  that  this  inference 
is  unintended,  and  that  the  Department  understands  that  these 
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programs  will  not  directly  address  the  basic  needs  of  those 
families  who  remain  dependent  on  AFDC. 

38.  The  October  14,  1987  Memorandum  on  AFDC  Caseload  Trends  (see 
note  26)  explains  why  the  successes  of  the  ET  and  child 
support  enforcement  programs  have  simply  avoided  increases  in 
the  caseload  which  would  otherwise  have  resulted  from 
demographic  trends,  rather  than  actually  reducing  the  caseload 
in  absolute  numbers. 

39.  The  Department's  Budget  Request  FY88  Narrative,  p.  86,  cites  a 
June  1983  study  by  Mary  Jo  Bane  and  David  Ellwood  to  indicate 
that  45%  of  new  cases  begin  when  a  mother  becomes  divorced, 
separated  or  widowed;  30%  when  an  unwed  woman  gives  birth  to  a 
child;  and  16%  when  family  income  declines  because  of  job  loss 
or  reduced  earnings.   The  October  14,  1987  Memorandum  on  AFDC 
Caseload  Trends,  p.  4,  cites  somewhat  different  statistics 
based  on  a  survey  of  clients:  the  number  of  cases  caused  by 
death  or  separation  is  estimated  at  only  15%,  32%  are 
attributed  to  unwed  births,  and  22%  to  job  loss;  no  specific 
cause  is  attributed  to  nearly  a  third  of  the  cases.   The 
methodology  of  the  survey  is  not  adequate  to  explain  the 
difference  in  results,  particularly  in  light  of  the  large 
number  of  unattributed  cases. 

40.  See  October  14,  1987  Memorandum  on  AFDC  Caseload  Trends  (note 
26)  . 

41 .  Id . ,  p. 7 . 

42.  Massachusetts  Department  of  Revenue,  Child  Support  Enforcement 
Division,  Final  Report  (October  28,  1987),  p.  2. 

43.  DPW  December  Report,  pp.  60-61,  65-66. 

44.  Daniel  P.  Moynihan,  Family  and  Nation  (1987),  pp.  111-112. 

45.  Id.,  p.  112. 


.  ia  . ,  p.  in  . 

.  Alicia  Munnell,  "The  Current  Status  of  Our  Social  Welfare 
System",  New  England  Economic  Review  (Federal  Reserve  Bank  of 
Boston,  July/August  1987). 

47.  The  real  dollar  value  of  AFDC  benefits  fell  by  33%  between 

1970  and  1986.   "Public  Assistance  Programs  for  Poor  Women  in 
Massachusetts",  Massachusetts  Caucus  of  Women  Legislators  Task 
Force  on  Women  and  Poverty  (November  1936),  p. 19.   The  benefit 
improvement  in  1987  was  somewhat  higher  than  the  rate  of 
inflation,  but  the  increase  proposed  by  the  Committee  would 
not  exceed  the  real  dollar  value  of  the  1970  grant. 
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48.  The  Governor's  proposal  for  a  5.5%  increase  in  the  basic  grant 
represents  a  3.48%  increase  in  the  average  AFDC  benefit.   For 
the  typical  AFDC  household  of  3,  total  annual  AFDC  benefits 
(counting  the  clothing  allowance  and  rent  supplement)  are 
$6420  in  public  housing  and  $6900  in  private  housing.   The 
Governor's  proposal  would  raise  the  $6120  basic  grant  by 
$336.60,  equal  to  5.2%  of  the  public  housing  benefits  and  4.9% 
of  private  housing  benefits.   After  adjusting  for  the  loss  of 
food  stamps  equal  to  30%  of  the  grant  increase,  the  gain  in 
income  is  only  3.64%  for  public  housing  families  and  3.40%  for 
private  housing,  a  weighted  average  of  3.64%.   The  Department 
describes  an  effective  inflation  rate  in  low-income  budget 
items  of  5.3%  for  the  past  year.   DPW  December  Report,  p.  13. 

49.  The  Committee  contemplates  that  the  food  allowance  would 
reflect  the  amount  of  food  stamps  lost  as  a  result  of  the 
increased  basic  grant  for  each  household  size;  since  it  would 
be  the  same  for  every  household  of  the  same  size,  it  would  not 
require  separate  administrative  calculation  or  federal 
approval  as  a  special  needs  grant,  but  would  instead  be  built 
into  the  basic  payment  standards.   To  accomplish  this,  the 
first  proviso  of  item  4403-2000  in  the  budget  would  read: 

"provided,  that  the  standard  shall  be  increased  nine  and 
one  tenth  per  cent  as  of  July  first,  nineteen  hundred  and 
eighty-eight,  and  further  increased  as  of  such  date  in  an 
amount  sufficient  to  offset  in  full  the  loss  of  food 
stamps  resulting  from  the  increased  standard  so  as  to 
permit  an  effective  net  increase  in  the  benefit  provided 
by  the  basic  grant  of  nine  and  one  tenth  per  cent,  such 
increased  standard  to  be  rounded  to  the  next  whole  dollar;' 

50.  General  Laws,  c.  118,  sec.  2;  see ,  Massachusetts  Coalition  for 
the  Homeless  v.  Secretary  of  Human  Services,  400  Mass.  806 
(1987)  . 

51.  Based  on  an  assumption  of  5%  inflation  in  the  standard  budgets 
of  assistance,  the  Committee's  preliminary  estimate  of  the 
state  cost  for  the  FY90  phase  of  the  plan  is  $51  million 
(about  $7  million  more  than  the  FY89  phase).   The  Committee 
hopes  that  further  efforts  to  convert  state-funded  programs 
which  assist  AFDC  recipients  into  reimbursable  AFDC  payments 
will  offset  a  portion  of  that  FY90  cost.   In  the  third  year, 
FY91,  the  cost  is  more  hypothetical  because  it  is  more 
difficult  to  project  caseload  dynamics,  inflation  rates  and 
changes  in  federal  budget  policy  around  income  support 
programs.   It  is  also  difficult  to  quantify  the  expected 
saving  in  state  homelessness  expenditures  which  should  result 
once  AFDC  benefits  reflect  actual  housing  costs  as  estimated 
in  the  standard  budgets.   The  Committee's  preliminary  forecast 
is  that  the  cost  of  the  final  increase  itself  might  reach  $85 
million,  with  a  net  cost  of  roughly  $60  million  after 
anticipated  savings  in  other  accounts.   In  the  event  that  such 
offsetting  savings  cannot  be  identified,  the  Legislature 
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obviously  retains  the  ability  to  stretch  the  phase-in  to  a 
fourth  year  in  order  to  control  the  budget  impact. 

52.  The  FY88  Standard  Budgets  of  Assistance  describe  these 
variations  in  explaining  the  difficulty  of  defining  an  average 
rent  burden.   Department  of  Public  Welfare,  Budget  Request 
FY88  Narrative,  pp.  97-99. 

53.  Federal  law  prohibits  the  reduction  of  AFDC  grants  as  a  result 
of  the  receipt  of  food  stamps.   7  U.S.C.  sec.  2017(b).   States 
may  not  provide  lower  benefits  to  families  who  receive  food 
stamps  than  to  those  who  do  not,  and  they  may  also  be  barred 
from  cutting  current  benefit  standards  based  solely  on  an 
adjustment  for  average  food  stamp  benefits.   See,  Foster  v. 
Center  Township,  527  F.Supp.  377  (N.D.lnd.  1981);  Dupler  v. 
City  of  Portland,  421  F.Supp.  1314  (D.Me.  1976).   None  of  the 
cases  suggests  that  a  state  is  barred  from  considering  the 
food  stamp  program  when  it  increases  existing  grants,  and  the 
Center  Township  case  indicates  that  a  state  could  consider 
food  stamp  benefits  when  it  sets  the  level  of  a  new  benefit 
program.   The  Committee's  proposed  legislation  expressly  bars 
a  reduction  in  grants  as  a  result  of  the  annual  calculation, 
and  applies  only  to  measure  the  amount  of  annual  increases  in 
the  grant.   It  is  therefore  not  in  violation  of  the  food  stamp 
law . 

54 .  See  note  35 . 

55.  The  winter  energy  assistance  special  needs  allowance  would 
provide  assistance  similar  to  that  offered  by  the  current  EOCD 
program:  a  family  in  private  housing  could  receive  up  to  $750 
during  each  heating  season.   Creation  of  this  special  needs 
allowance  would  expand  the  availability  of  energy  assistance 
to  both  AFDC  and  non-AFDC  households,  at  no  new  cost  to  the 
state.   The  commonwealth  currently  provides  $17  million  in 
state  funds  to  supplement  the  federal  fuel  assistance  program 
(H.l,  item  3745-1000),  and  is  considering  a  supplemental 
appropriation  for  FY88  which  would  raise  the  state  funding 
level  to  $28  million  in  order  to  compensate  for  federal 
cutbacks  in  the  program.   The  existing  fuel  assistance  program 
provides  roughly  $23  million  to  AFDC  households  (see  DPW 
December  Report,  pp.  22-24).   This  amount  provides  an  average 
of  $565  each  to  about  71%  of  AFDC  families  in  private 
housing.   (DPW  FY88  Budget  Request  Narrative,  p.  99).   If  the 
existing  $17  million  state  appropriation  were  transferred  to 
the  AFDC  account  for  the  purpose  of  an  energy  assistance 
special  needs  allowance,  they  should  be  matched  by  an 
additional  $17  million  of  federal  funds.   The  total  of  $34 
million  would  be  more  than  sufficient  to  provide  the  current 
average  of  $565/household  to  every  AFDC  family  in  private 
housing.   The  present  average  is  partly  a  reflection  of 
arbitrary  differences  in  the  amount  of  aid  provided  because  of 
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the  timing  of  initial  applications  (see  note  13).   The  new 
allowance  would  be  more  consistent  and  predictable,  and 
federal  regulations  may  require  that  it  be  uniform  for  all 
recipients  rather  than  varying  with  proof  of  heating  costs. 
As  a  result,  the  total  cost  for  an  allowance  of  $750  for  each 
AFDC  private  housing  family  would  be  $42.7  million,  and  the 
Legislature  would  have  to  add  an  additional  $4.4  million  in 
state  funds  to  make  this  feasible.   In  light  of  declining 
federal  fuel  assistance  funds,  it  is  appropriate  to  inject  the 
additional  state  funds  in  order  to  make  the  expanded  federal 
reimbursements  available. 

The  removal  of  AFDC  private  housing  families  from  the  EOCD 
fuel  assistance  program  should  free  approximately  $4.5  million 
of  federal  fuel  assistance  funds  for  non-AFDC  eligible 
households  (about  $1.5  million  of  the  federal  funds  is  also 
used  for  a  partial  benefit  to  a  small  number  of  public  housing 
AFDC  families,  who  would  not  receive  the  special  needs 
allowance).   This  could  either  be  applied  to  expand  the 
program  or  to  reduce  the  level  of  supplemental  state 
appropriations  needed  to  make  up  for  federal  budget  cuts.   The 
new  AFDC  special  needs  grant  for  energy  assistance  should  not 
cause  a  reduction  in  federal  food  stamps  for  recipients,  by 
virtue  of  7  U.S.C.  sec.  2014(d)(ll). 

In  order  to  assure  approval  of  the  conversion  in  time  for 
the  FY89  heating  season,  the  Legislature  should  quickly 
authorize  creation  of  the  special  needs  allowance  prior  to 
enactment  of  the  FY89  budget  so  that  the  Department  has  the 
necessary  authority  to  negotiate  for  approval  of  the  allowance 
by  the  Department  of  Health  and  Human  Services. 

The  Committee  contemplates  that  the  existing  $17  million 
appropriation  of  state  funds  would  be  deleted  in  account 
3745-1000,  and  that  the  AFDC  account  4403-2000  would  be 
increased  by  $34  million  to  include  the  combined  state  and 
federal  funding,  together  with  the  additional  amounts  needed 
to  fund  a  uniform  special  needs  allowance  and  appropriations 
language  to  the  effect  that: 

"provided,  that  to  recognize  the  special  needs  of  recipients 
who  must  pay  for  winter  heating  costs  in  private  housing  in 
the  commonwealth,  an  energy  assistance  allowance  of  not  more 
than  $750  per  household  shall  be  available  to  all  households 
not  residing  in  public  housing  or  subsidized  housing  between 
October  15,  1988  and  March  15,  1989,  subject  to  federal 
reimbursement;  and  further  provided  that  households  eligible 
for  such  special  needs  allowance  shall  not  be  eligible  for  low 
income  home  energy  assistance  through  the  Executive  Office  of 
Communities  and  Development;" 

56.  Department  of  Public  Welfare  FY88  Budget  Request  Narrative,  p. 
441. 

57.  Department  of  Public  Welfare  FY89  Agency  Maintenance  Budget 
Request.   This  request  sought  6465  slots  for  current  ET 
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participants,  at  an  average  of  $4  ,  092/slot ;  it  is  not  clear 
whether  there  are  other  categories  of  voucher  day  care 
recipients  who  are  also  eligible  for  AFDC.   H.l  slightly 
reduced  the  agency  request  but  the  difference  was  not 
substantial . 

58.  The  Committee's  proposal  would  transfer  at  least  $26.5  million 
from  the  voucher  day  care  account  (item  4400-1009)  to  the  AFDC 
account  (item  4403-2000),  establish  the  special  needs 
allowance  for  licensed  child  care  arrangement  of  ET 
participants  (or  recipients  participating  in  similar 
employment  and  training  programs  operated  outside  the 
Department),  and  direct  the  Department  to  seek  federal 
reimbursement.   While  the  federal  government  has  recently 
resisted  approval  of  new  special  needs  allowances,  the 
Department  should  prevail  if  the  allowance  is  properly 
structured  and  reimbursement  aggressively  pursued. 

59.  $11  million  of  the  proposed  homelessness  initiative  (part  of 
item  4400-1009)  would  pay  $300/month  towards  the  rent  of  AFDC 
families  whose  past  inability  to  meet  rent  obligations 
demonstrate  a  high  risk  of  becoming  homeless.   This  portion 
should  be  transferred  to  the  AFDC  account  (4403-2000),  defined 
as  a  special  need  and  made  subject  to  federal  reimbursement. 

60.  Shelters  are  funded  in  item  4406-3000.   According  to  the 
Department's  FY88  Budget  Request  Narrative,  p.  440,  at  least 
some  shelter  costs  may  be  reimbursable. 

61.  These  programs  include  portions  of  items  3722-9025  (rent 
vouchers)  and  3722-9024  (rental  assistance). 

62.  Outside  section  110  of  the  FY88  state  budget  established  the 
transitional  assistance  coordinating  committee,  including 
representatives  of  the  Department  as  well  as  the  Executive 
Offices  of  Human  Services  and  Communities  and  Development,  and 
directed  it  to  coordinate  budget  planning  for  assistance  to 
AFDC  families  and  set  three-year  performance  goals  for  related 
programs . 

63.  See  note  59. 

64.  See  note  33. 

65.  See  note  62. 
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APPENDIX  A:  PROPOSED  LEGISLATION 

The  following  represents  a  draft  of  the  Committee's  proposal 
for  amendments  to  laws  governing  the  Department  to  base  future 
assistance  to  families  with  dependent  children  on  an  updated 
measure  of  actual  need: 


SECTION  1.   Section  2(3) (g)  of  chapter  18  of  the  General  Laws  is 
hereby  repealed  and  the  following  inserted  in  place  thereof:- 

(g)   formulate  (1)  a  minimum  family  needs  budget  in  accordance 
with  the  standards  for  assistance  set  forth  in  section  two  of 
chapter  one  hundred  eighteen  for  families  residing  in  public 
housing  or  subsidized  housing  in  the  commonwealth;  (2)  a  similar 
minimum  family  needs  budget  for  families  not  residing  in  public 
housing  or  subsidized  housing  in  the  commonwealth,  and  (3)  an 
individual  needs  budget  reflecting  the  cost  of  basic  necessities 
for  single  individuals  living  in  the  commonwealth,  the  adequacy  of 
each  of  which  shall  be  reviewed  annually  and  adjusted  to  reflect 
changes  in  the  cost  of  living  for  similarly  situated  families  and 
individuals  of  low  income.   On  or  before  the  first  day  of  December 
in  each  fiscal  year,  the  department  shall  conduct  a  public  hearing 
on  the  proposed  minimum  family  and  individual  needs  budgets  for 
the  fiscal  year  in  accordance  with  the  provisions  of  section  two 
of  chapter  thirty-A,  notice  of  which  hearing  shall  set  forth  the 
particulars  of  the  proposed  minimum  family  and  individual  needs 
budgets  and  the  methodology  for  the  determination  thereof.   On  or 
before  the  first  day  of  January  in  each  fiscal  year,  the 
department  shall  submit  its  report  on  the  minimum  family  and 
individual  needs  budgets  to  the  governor  and  the  general  court. 
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SECTION  2.   Section  1  of  chapter  118  of  the  General  Laws  is  hereby 
amended  by  inserting  after  the  last  full  sentence  thereof  the 
following  definitions : - 

"Minimum  family  needs  budget  for  public  and  subsidized 
housing",  the  minimum  family  needs  budget  for  families  residing  in 
public  housing  and  subsidized  housing  in  the  commonwealth 
formulated  by  the  department  pursuant  to  section  two  (B)  (g)  of 
chapter  eighteen,  as  most  recently  adjusted  by  the  department. 

"Minimum  family  needs  budget  for  private  housing",  the  minimum 
family  needs  budget  for  families  not  residing  in  public  housing  or 
subsidized  housing  in  the  commonwealth  formulated  by  the 
department  pursuant  to  section  two  (3)  (g)  of  chapter  eighteen  of 
the  general  laws,  as  most  recently  adjusted  by  the  department. 
SECTION  3.   Chapter  118  of  the  General  Laws  is  hereby  amended  by 
inserting  after  section  2B  the  following  sections:- 

Section  2C .   (1)   The  Department  shall  annually  calculate  the 
increase  in  the  standard  of  payment  for  the  basic  grant  under 
the  program  of  aid  to  families  with  dependent  children, 
consistent  with  applicable  federal  laws  and  regulations,  which 
is  necessary  to  assure  that  such  basic  grant  shall  not  be  less 
on  an  annualized  basis  than  the  amount  needed  to  meet  the 
minimum  family  needs  budget  for  public  and  subsidized  housing 
when  combined  with  food  stamps  actually  available  to 
households  of  the  same  size  with  no  income  other  than  that 
received  under  said  programs;  provided,  that  in  no  event  shall 
such  calculation  result  in  a  decrease  in  the  standard  of 
payment.   (2)  The  Department  shall  annually  calculate  the 
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increase  in  the  rent  allowance  to  be  paid  to  all  households 
receiving  aid  to  families  with  dependent  children  not  residing 
in  public  housing  or  subsidized  housing,  which  is  necessary  to 
assure  that  such  rent  allowance  shall  not  be  less  on  an 
annualized  basis  than  the  amount  needed  to  meet  the  minimum 
family  needs  budget  for  private  housing  when  combined  with  the 
basic  grant,  food  stamps  and  low  income  energy  assistance 
actually  available  to  households  of  the  same  size  with  no 
income  other  than  that  received  under  said  programs;  provided, 
that  in  no  event  shall  such  calculation  result  in  a  decrease 
in  such  rent  allowance.   Aid  provided  under  the  program  of  aid 
to  families  with  dependent  children  shall  be  based  upon  the 
standard  of  payment  and  rent  allowance  established  pursuant  to 
this  section,  in  accordance  with  applicable  federal  laws  and 
regulations . 

Section  2D.   The  estimate  of  the  amounts  required  for  ordinary 
maintenance  of  the  department  for  each  fiscal  year  submitted 
by  the  Department  pursuant  to  section  three  of  chapter 
twenty-nine  shall  be  based  upon  the  standard  of  payment  and 
the  rent  allowance  calculated  pursuant  to  section  two-C  of 
this  chapter.   The  operating  budget  submitted  by  the  governor 
to  the  general  court  for  each  fiscal  year  pursuant  to  section 
seven-H  of  chapter  twenty-nine  shall  include  a  request  for 
appropriations  sufficient  to  provide  for  such  standard  of 
payment  and  rent  allowance  as  so  calculated. 
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SECTION  4.   The  provisions  of  section  3  of  this  act  shall  take 
effect  with  respect  to  the  fiscal  year  beginning  July  1,  1990. 
With  respect  to  the  fiscal  year  beginning  July  1,  1989,  (a)  the 
standard  of  payment  for  purposes  of  the  program  of  aid  to  families 
with  dependent  children  shall  not  be  less  than  the  average  of  the 
standard  of  payment  for  such  program  with  respect  to  the  fiscal 
year  beginning  July  1,  1988,  and  the  standard  of  payment 
calculated  by  the  Department  of  Public  Welfare  in  accordance  with 
the  provisions  of  section  2C  of  chapter  118  as  enacted  by  this 
act;  and  (b)  the  rent  allowance  for  purposes  of  the  program  of  aid 
to  families  with  dependent  children  shall  not  be  less  than  the 
average  of  the  rent  allowance  under  such  program  with  respect  to 
the  fiscal  year  beginning  July  1,  1988,  and  the  rent  allowance 
calculated  by  the  Department  of  Public  Welfare  in  accordance  with 
the  provisions  of  section  2C  of  chapter  118  as  enacted  by  this 
act.   The  estimate  of  the  amounts  required  for  ordinary 
maintenance  of  the  department  for  the  fiscal  year  beginning  July 
1,  1989  submitted  by  the  Department  pursuant  to  section  three  of 
chapter  twenty-nine  shall  be  based  upon  the  standard  of  payment 
and  rent  allowance  calculated  pursuant  to  this  section.   The 
operating  budget  submitted  by  the  governor  to  the  general  court 
for  the  fiscal  year  beginning  July  1,  1989  pursuant  to  section 
seven-H  of  chapter  twenty-nine  shall  include  a  request  for 
appropriations  sufficient  to  provide  for  such  standard  of  payment 
and  rent  allowance  as  so  calculated. 
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